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Rise in New Orders 
Bolsters Industrial Activity 


THE EXPERIENCE of the first quarter strengthened the 
conviction of most observers that business in New Eng- 
land would be quite good in 1950. New orders received 
by manufacturers increased throughout the period, the 
level of production rose gradually, and manufacturing 
employment made small gains. 

New England’s producers are still gearing their out- 
put largely to current demand, though inventories are 
considerably lower than they were a year ago. The small 
rise in manufacturers’ stocks of raw materials and 
finished goods during the first three months of 1950 
resulted partly from a higher demand for goods and 
partly from the greater willinymess of producers to 
extend their forward commitments. The cautious opti- 
mism which characterized the fourth quarter of 1949 
has continued into 1950. 

The rise in new orders received by manufacturers 
during the past three months resulted primarily from 
an increase in requirements for durable goods, princi- 
pally electrical apparatus and fabricated metal prod- 
ucts, according to the Associated Industries of Massa- 
chusetts. Manufacturers of television and other elec- 
tronic apparatus led the increase. New orders for 
nondurable goods declined from January to February, 
except in the textile and chemical groups. Orders re- 
ceived in February were more than ten per cent higher 
than those for February last year, however, for both 
the durable- and nondurable-goods divisions. 


Gradual Rise in Manufacturing Employment 


The increases in orders were gradually translated 
into increases in production and employment. Total 
manufacturing employment in New England rose by 
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Industrial activity edged upward in New Eng- 
land during the first quarter of 1950. New orders 
received by manufacturers showed increases, par- 
ticularly in the durable-goods industries. 
ployment gains through March were slight, but 
the rising flow of orders and the firmer business 
tone generated expectations of larger employment 
increases in the second quarter. Business loans, 
electric power production, and freight handlings 
reflected the improved situation. Nonmanufac- 
turing activities, particularly construction, con- 
tinued to provide stability. 











8,800 between January and February, in contrast with 
a decline of 18,300 between the same months last year. 
Although the total number of persons employed by the 
region’s factories in February was still 6.3 per cent 
lower than it had been in February 1949, the year-to- 
year deficiency has been closing steadily. Last August 
factory employment was almost 15 per cent lower than 
it had been a year earlier. Preliminary reports indicate 
that the number of manufacturing jobs rose further 
from February to March, and the outlook is favorable 
for further gains during the spring. 

The gradual increase in factory employment during 
the past several months has not been uniform among all 
industry groups. The burst of new orders late last sum- 
mer was initially felt most strongly in the nondurable 
lines such as textiles, which had been affected by the 
recession of 1949 more rapidly than the durables. Chem- 
icals and rubber products were the only soft-goods lines 
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which reported job losses of more than five per cent 
from February 1949 to February 1950. For the non- 
durables as a whole, the year-to-year employment 
change was but 2.3 per cent. 

In New England’s durable-goods industries, on the 
other hand, February employment was still 11 per cent 
lower than it had been a year ago. The year-to-year de- 
clines were especially large in the nonelectrical ma- 
chinery, transportation-equipment, instrument, ord- 
nance, fabricated-metal-products, and_ electrical-ap- 
paratus industries. The lumber, furniture, and stone, 
clay, and glass industries showed the best employment 
comparisons, with declines of only two to three per cent. 
Almost all of New England’s manufacturers were 
affected only slightly, if at all, by the coal and steel 
shortages which occurred during the quarter. 

Preliminary reports for March indicate that the in- 
creases in orders for durables are improving the em- 
ployment situation in those industries whose recovery 
has been delayed the longest. The recent shift in con- 
sumer preference from nondurables to durables promises 
further relative improvement for the hard-goods lines. 
That shift also indicates the possibility of new cut- 
backs, however, by the producers of certain types of 
apparel, textiles, leather, and shoes. 


Business Loans Increase 

Banking sentiment, as well as business sentiment, 
was much more optimistic during the first quarter than 
it had been a year ago. At the end of March, business 
loans at the weekly reporting New England banks stood 
at $637 million, up moderately from the year-end total. 
These loans showed considerably greater stability dur- 
ing the first quarter of 1950 than they had during the 
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corresponding period last year, both in Boston and 
at banks outside the city. 

In Boston, business loans outstanding amounted to 
$468 million at the end of March and were practically 
unchanged from the final December figure. The usual 
seasonal decline did not occur. Finance companies, 
textile manufacturers, food processors, and department 
stores led the list of borrowers. The behavior of loans 
this year contrasted sharply with that in 1949, when 
business loans at Boston banks declined steadily 
throughout the first quarter. 

At the banks in the weekly reporting cities outside 
Boston, business loans increased moderately but con- 
tinuously throughout the first quarter and stood four 
per cent higher at the end of March than at the be- 
ginning of the year. Loans have been extended to a 
general cross section of business. During the first three 
months of last year, there was little change in the 
business-loan total at this group of banks. 

Reduced unemployment insurance claims also re- 
flected the firmer tone in New England’s manufacturing 
activity. Layoffs declined during the first two months 
of the year, and initial claims for compensation dropped 
from 127,000 in January to 80,000 in February. They 
had been 106,000 in February 1949. New layoffs in- 
creased during the first two weeks of March, however, 
as textile and shoe manufacturers passed their seasonal 
production peaks. 

The general upturn in business activity during recent 
months has reduced the number of business failures in 
New England. Electric power production and freight 
handlings have also reflected the betterment in busi- 
ness conditions. Since last fall electric power output in 
New England has exceeded the production of the cor- 
responding months in the preceding year. Freight car- 
loadings by New England railroads remained below 
year-ago levels throughout the first quarter, but the 
deficiency had narrowed to only five per centin February. 

The general stability in prices throughout the first 
quarter was another indication of firmness in the busi- 
ness situation. Since last August the combined whole- 
sale price index of the United States Bureau of Labor 
Statistics has fluctuated closely about a level of 189 
per cent of the 1933939 average. There has been a 
similar recent stability in the level of prices paid by con- 
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sumers. Fluctuations in the prices of the various catego- 
ries of goods and services have largely offset each other. 


Vonmanufacturing Employment 
OF Seasonally 


Employment in New England’s nonmanufacturing 
industries dropped during the first two months of 1950, 
primarily because of seasonal contractions in retail 
trade, contract construction, and post-office operations. 
For the last few months total manufacturing employ- 
ment has been holding to levels a little less than two 
per cent below those of the corresponding months 
a year ago. 

The nonmanufacturing lines typically provide more 
stable employment than the manufacturing industries, 
and they held up well during the 1949 recession. They 
were inevitably affected somewhat by the lower level 
of factory output, however, and total nonmanufacturing 
employment in New England was 30,600 lower in 
February 1950 than it had been in February 1949. 

The financial, insurance, and real estate, and state 
and local government categories were the only non- 
manufacturing groups to show employment increases 
between February 1949 and February 1950. There was 
a small year-to-year employment decline in the service 
industries. Larger declines took place in wholesale and 
retail trade (three per cent), transportation and public 
utilities (five per cent), federal government activities in 
the region (six per cent), and contract construction 
(seven per cent). 

The decline in construction employment occurred 
despite a generally open winter throughout New Eng- 
land and a tremendous increase in new construction 
contract awards over those of last winter. According to 
the F. W. Dodge Corporation, contract awards from 
January 1 through March 22, 1950, were 81 per cent 
greater than they had been in the same period last year. 
The rise in awards resulted primarily from increases in 
both private and public residential building and in 
public works. Even nonresidential building, for which 
contract awards had lagged during the first two months 
of 1950, showed an abrupt rise in March. New awards 
for factory buildings fell off sharply, but those for com- 
mercial use showed a moderate rise. Hospital and insti- 
tutional awards registered the largest increase in the 
nonresidential category. 
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Productivity improvements and the delayed impact 
of larger contract awards accounted for most of the 
year-to-year employment decline in the construction 
industry. Construction costs and the prices of com- 
pleted structures have firmed during recent months. 
Major decreases are not anticipated in the near future. 


Textile Divisions Fare l nevenly 


Stabilization of total textile-mill employment in New 
England during the first two months of 1950 at levels 
only about two per cent below those for the same 
months last year obscured the changing fortunes and 
future prospects of individual mills. Employment actu- 
ally edged slightly upward from January to February 
this year in contrast with the pronounced downward 
movement throughout the first four months of 1949. 

After a favorable production record during most of 
the first quarter, some mills felt seasonal twinges and 
the effects of accumulated inventories at the end of 
March, because retail sales had failed to clear fabrics 
from the shelves of converters and apparel manufac- 
turers. Woolen mills which produce heavy outerwear 
fabrics curtailed their operations drastically, and so did 
some fancy-men’s-wear worsted mills. Rayon-weaving 
mills received requests to defer deliveries of fabrics to 
converters. Cottons, upholstery fabrics, and women’s- 
wear worsteds seem to have held the strongest positions 
in the industry as the first quarter closed. Dyeing and 
finishing plants, especially those which process cotton 
fabrics, operated at an active rate in response to con- 
sumer demand. 

The sales of New England’s garment shops during the 
first quarter of 1950 did not reach the levels of a year 
ago. Slower operations were reflected more in shorter 
hours, however, than in reduced employment. Early 
receipt of sizable orders permitted manufacturers of 
men’s and boys’ wear to do a better job in scheduling 
operations than last year. Sales for this segment of the 


-— — Rene iiona Merten’ he a 
OO NEE ORRIN ERPTSEY 


2a se 


5 
a 
% 
i 
. 


1 


s + —— 


ATUTOTEUAEREBRRERER ERT OR OT RETIRED PERRET ETT D Po 


=t 


—10 
: 1, 
HECHT PEE dg 


+ 





1950 Page 3 











Monthly Review 


FEDERAL RESERVE BANK OF BOSTON 
INDUSTRIAL PRODUCTION 


industry apparently compared favorably with those in 
the same period of 1949. Manufacturers of women’s 
wear did not fare so well. Inventories at the end of 
March were low, but the industry will be ‘‘between 
seasons” for the next few months until fall orders are 
placed in volume. 

New England’s shoe factories expanded their opera- 
tions seasonally between late December and mid- 
March. After a dull fourth quarter in 1949, all major 
producing areas operated at a high level during the first 
three months of 1950. Employment and production in 
January and February were higher than they had been 
a year ago. The district produced 33.3 per cent of United 
States shoe production in January. The share was only 
31.6 per cent in January 1949. 

Manufacturers producing women’s shoes and slippers 
led the New England industry during the first quarter. 
Plants making predominantly men’s shoes also operated 
at a high level, although they are typically less affected 
by seasonal influences. At the end of March, operations 
were slowing as the spring run neared completion. Shoe 
retailers continued their cautious buying policy by 
placing small but frequent orders. 

The winter pickup in tannery activity came several 
months earlier than in the shoe factories. Although 
orders for leather had tapered off by early March, there 
were still many unfilled orders. Despite recent high- 
level operations, many tanners feel that delays in 
placing orders for fall shoes may affect their operations 
adversely later this year. 

Other Nondurables Shou 
Vixved Tendencies 


For the second successive year, mild weather caused 
widespread cutbacks and layoffs in New England plants 
making rubbers and overshoes. Some firms converted to 
production of summer footwear earlier than usual, while 
others curtailed operations until the new season got 
under way. At least one large plant in the area is making 
an effort to diversify its production in order to improve 
its stability. 

More optimistic reports are coming from lines other 
than footwear. Tire plants generally continue to be very 
busy. Output in rubber sole and heel plants is slacken- 
ing, but they were very active during the quarter. 
Manufacturers of foam rubber and other rubber prod- 
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ucts continue to operate at a high level of output. 

The jewelry industry in New England got off to an 
active and early spring season in January. Low dis- 
tributors’ inventories and better styling produced larger 
than average orders. Slower reorders caused late Febru- 
ary and early March to be dull in comparison. Employ- 
ment and sales during the quarter were down from a 
year ago for the industry as a whole, but some brand- 
name producers report that their sales were well over 
those in the same months of 1949. Pearl lines were 
among the strongest sellers. 

Employment in the New England chemical industry 
was stable throughout the first quarter of 1950, though 
there was a small increase in March. The level of em- 
ployment in February was still almost 12 per cent lower 
than it had been a year ago. New orders received during 
the quarter were sharply below those of the same period 
last year. The pickup in other industrial lines is expected 
to lead to increased activity in the region’s chemical 
plants later in the spring. Employment and earnings of 
printing and publishing plants in New England, on the 
other hand, compared favorably during January and 
February with the levels of a year ago, though they 
were slightly under the averages of the last quarter 
of 1949. 

Food processing in New England fell off seasonally 
during the first quarter of 1950. Employment in Febru- 
ary was about three per cent lower than it had been in 
the same months last year. Dullness was particularly 
noticeable in the manufacture of candy, beverages, and 
bakery products. The fishing industry experienced slow- 
ness at Gloucester, although some improvement was 
noted at Boston. Cold weather and high winds in March 
hampered deep-sea operations. 

New England’s forest-products industries generally 
enjoyed good business during the first quarter. Con- | 
tinuation of building at a high level and curtailment of 
lumber production in the South and West due to bad 
weather produced a sellers’ market for softwood lumber 
and hardwood flooring. The prices of most types of 
lumber remained firm or increased. New England pro- 
ducers regret that they did not manufacture more 
lumber last summer and fall. Dullness in parts of the 
hardwood-lumber market evaporated after the middle 
of February as inventories were liquidated. Employ- 
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ment in the New England industry was only slightly 
below the levels of a year ago. 

New England’s paper mills enjoyed good business 
during the first three months of 1950. Production was 
geared to orders, which came in steadily and produced 
stable backlogs. Paper manufacturers and converters in 
Holyoke ran full 40-hour weeks throughout the quarter. 


and no signs of slackening had appeared at the end of 


March. Employment in the industry, nevertheless, was 
slightly below that in the same period last year. The 
business of some New England paper converters, par- 
ticularly those depending on the industrial trade, ta- 
pered off toward the end of the period. 

Furniture manufacturers in the region enjoyed a 
strong market during the first quarter, but some signs 
of slackening appeared during March. There was a 
small drop in employment from the levels of a year ago. 
Buying was less active at the Boston show than it had 
been last year. Competition from southern and mid- 
western producers is stronger than it was last year. 
There are indications that consumer demand may be 
swinging toward expendable styles designed for replace- 
ment at intervals of ten years or so. New England pro- 
ducers may have to shift their styles to become more 
competitive at lower prices. Meanwhile, unfilled orders 
assure near-capacity production for most New England 
producers through the second quarter. 


Durable-Goods Industries Improving 

The metalworking industries in New England experi- 
enced a pickup in demand during the first three months 
of 1950. In February employment was still about ten 
per cent lower than it had been in February last year, 
but the deficiency narrowed in March. 

Producers of primary steel noted market strength 
despite the December increases in steel prices. The de- 
mand for sheets was especially high. The consumption 
of pig iron rose somewhat during the quarter, and cus- 
tomers’ requirements exceeded March production by 
New England's only blast furnace. Gray-iron foundries 
have recovered considerably from their severe depres- 
sion and at the end of March were operating in New 
England at about 60 per cent of capacity. 

The demand for New England’s copper and copper- 
alloy products continued strong, stimulated by con- 
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struction, automobile, and utility requirements. The 
backlog of unfilled orders received by New England’s 
brass mills rose during the quarter. Output of fabricated- 
steel products also expanded in New England. Improve- 
ments were particularly notable at the end of the 
quarter in hand tools, household utensils, netting, screw- 
machine products, and builders’ hardware. 

The machinery industries in the region shared in the 
first-quarter pickup. Employment gains were slight, but 
increases in new orders promised more substantial em- 
ployment expansion in the second quarter. Orders re- 
ceived by Massachusetts manufacturers of nonelectrical 
machinery in February were 15 per cent higher than 
they had been in February 1949, and orders for electri- 
cal machinery showed a gain of 24 per cent. 

Machine-tool producers noted a considerable im- 
provement in business during the first few months of 
1950. At the end of February the unfilled-order backlog 
of the industry was higher than it had been since the 
middle of 1948. The manufacturers of textile machin- 
ery, an important segment of the machinery industry, 
also received sizable new orders during the quarter. 

Producers of television and other electronic equip- 
ment and parts in New England Jed the electrical-ma- 
chinery and apparatus industry in the period. The pro- 
duction of heavy electrical equipment remained rela- 
tively stable at levels somewhat below those of a year 
ago. A resurgence of demand for consumers’ durables 
led to increased activity in the region’s electrical- 
appliance factories. Decreases in other branches of the 
industry kept total electrical-equipment employment 
from rising appreciably during the quarter, but the 
sharp increase in new orders holds greater promise for 
the next few months. 

An increase in activity similar to that in other metal- 
working industries took place in New England’s pro- 
duction of transportation equipment toward the end of 
the quarter. Increases in employment occurred pri- 
marily at the shipyards. Despite the late-quarter rise, 
lower employment in shipbuilding and ship repair is 
primarily responsible for the substantial year-to-year 
decline in the number of workers employed in the entire 
regional transportation-equipment industry. New Eng- 
land’s two automobile assembly plants at Somerville 
and Framingham continued their capacity production. 


CONSTRUCTION CONTRACTS IN NEW ENGLAND 








80 











80 
i 
ry 
5 R | 
3 60 60 $ 
S 3 
3 
bs g 
§ S 
: ———\0§ 
? s 
420 
Ane Prd dd teed ween! 
$ (a2 | i 
}OURCE Dodge Corperetion 
39 40 41 42 43 9445 4647 464950 LF MAMI JS ASOND JFMAMJJASOND 
Monthly Average 1949 Monthly 1950 6-26 





1950 Page 5 











Monthly Review 


FEDERAL RESERVE BANK OF BOSTON 








The Price of Eating 








CONSUMERS SPEND an average of 30 per cent of their 
incomes for food, a sufficient reason for their interest in 
the trends of food prices and the factors that influence 
those trends. 

Why are food prices so high? Why do they behave as 
they do? Why has the downward trend of retail prices 
not equaled the downward trend of farm prices? For the 
answers to all these questions, we must consider changes 
in our eating habits, increased personal disposable in- 
comes, seasonal price variations, higher transportation 
costs, Government price-support programs, and wider 
marketing margins. 

Basic to this whole discussion is the question, Why 
are food prices so high? The question probably should 
be rephrased to read, Are food prices high? The answer 


is Yes, if compared with prewar food prices, but No, if 


compared with average personal income per capita. 

The family “market basket” for all farm foods, se- 
lected and priced by the Bureau of Labor Statistics and 
the Bureau of Agricultural Economics, is a useful meas- 
ure in determining the average changes in retail prices 
of foods from the farm. This market basket measures 
the cost of the annual purchases of food for a family of 
three average consumers in comparison with the cost of 
the same food in the 1935-39 period. When using the 
measure, however, one must recognize that our eating 
habits have changed during the past decade. 

The pattern of our eating habits has shifted to include 
more fruits and vegetables, more dairy products, more 
eggs, and more meat, especially the higher-priced cuts 
of meat. Unprecedented high incomes have enabled 
many consumers to relegate potatoes and grain products 
to a second choice and to buy the higher-priced foods. 

The cost of the market basket, as measured by the 
index, doubled between the 1935-39 base period and 
1948, and declined six per cent in 1949. Personal dis- 
posable income rose more than two and one-half times 
between 1935-39 and 1948, as measured by the index, 
and then declined three per cent in 1949. 

During the war years, per capita disposable personal 
income increased faster than the family food bill. These 
are average figures, however, and we must remember 








Retail food prices will probably decline slightly 
in 1950, but consumers are facing another vear of 
relatively high prices. Marketing costs, an impor- 
tant influence on the retail cost of food, usually 
decline more slowly than farm prices. In 1949, 
however, marketing costs increased. A high level 
of disposable personal income has supported the 
demand for food. 
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that averages include consumers in all income groups. 

Much of this increase in purchasing power occurred 
during periods of war and postwar scarcities of con- 
sumer goods. One result was to channel some of this 
increased income into the purchase of more and better- 
quality food. From 1935-39 to 1948, the percentage of 
personal disposable income used to buy food increased 
from 24.0 per cent to 30.0 per cent on an annual basis. 
The percentage of disposable personal income spent for 
food, however, has decreased from its peak of 30.0 per 
cent in 1948 to 28.0 per cent in the third quarter of 1949. 

The Department of Agriculture has forecast that the 
farm value of foods will decline in 1950 from the 1949 
level. It does not necessarily follow that there will be a 
parallel decrease in retail food prices. From January 1, 
1949 to January 1, 1950, the farm value of foods de- 
clined 13 per cent while retail food prices declined 
Six per cent. 

When retail food prices do not follow farm prices 
downward, does it mean that market men are profiting 
unduly by maintaining high prices to the consumer while 
buying from farmers at reduced prices? Not necessarily. 
Wages are the largest item in marketing costs and they 
rose in 1949. The prices which farmers currently receive 
average about half of retail food prices. Marketing costs 
make up the other half. Suppose a farmer who formerly 
sold a given item of produce for a dollar finds his sale 
price cut 10 per cent to 90 cents. Percentagewise the 
10-cent reduction to the farmer becomes diluted to a 
five per cent reduction to the consumer when measured 
against a two-dollar retail price. 

In 1948, the year of highest food prices, marketing 
costs accounted for 49 per cent of the average person’s 
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food bill. Although in 1949 on an annual basis the farm 
value of foods declined 13 per cent from the 1948 peak, 
marketing costs in the same interval declined one per 
cent. Marketing costs per capita now exceed by $3.00 
the entire food bill paid by the average consumer in 
the year 1940. 

Food prices trend lower during times of heavy farm 
marketings and higher during periods of decreased mar- 
ketings. Eggs offer one of the more conspicuous ex- 
amples. In 1946, the Boston Fruit and Produce Market 
tabulated egg prices throughout the year. Large eggs 
averaged 17.7 cents more per dozen in the last six 
months than in the first six months. Medium eggs sold 
for 9.5 cents more per dozen in the last six months than 
large eggs sold for in the first six months. 

The supply of milk also increases in the spring during 
the flush period of production and decreases during the 
fall shortage period. Consequently, the Boston Milk 
Formula, as one of its objectives, seeks to level off pro- 
duction by decreasing prices to farmers in the spring in 
order to penalize production in the flush season, and to 
increase prices to farmers in the fall as an inducement 
to produce more in the short season. From the consum- 
er’s point of view, this tends to stabilize prices. 

Lowest prices for fruits and vegetables naturally 
come when locally grown products are in abundant 
supply during the summer and fall. Highest prices come 
in the winter and spring when the demand is met by 
vegetables shipped in from distant areas. 


Other Adjustments in Food Supply 


High demand usually tends to encourage farmers to 
expand their production in order to benefit from the 
high prices, but the time required to effect the expansion 
varies widely. Poultry production can be expanded 
quickly but, by the same token, is vulnerable and apt 
to decrease when prices are low. Poultrymen had an 
adverse season this fall and winter. Because of this, we 
may expect the increase to be small, if any, in the 
number of laying hens, and there may be a decrease. 

It takes three weeks to hatch an egg, three months to 
raise the chick to broiler age, or six months for a pullet 
to reach laying age. In contrast, when expanding beef 
production, nine months must elapse from the time a 
cow is bred until she has her calf, and generally two to 
two and one-half years pass by before her calf appears 
on the consumer’s table as beef. Moreover, withholding 
female animals for breeders as the initial step in a long- 
term expansion in the numbers of livestock results in a 
temporary curtailment of meat supplies. 

The season’s high and low prices for meat shift from 
year to year, and one can do no more than generalize in 
broad terms about their fluctuations. Peak prices for 
hogs usually come in March and September; lowest 
prices occur in June and December. The prices of better 
grades of slaughter steers reach their peak in November 
and their low in June. Fat lambs usually sell the highest 
in June and the lowest in October. 

It might be concluded that much of the meat goes 
into cold storage during peak marketings when prices 
are low and is sold when prices are high. Actually, except 
for some of the choicest beef, meat goes to the consumer 
as quickly as the packer can dispose of it and before its 
bloom is lost. For 1949 the United States Department 
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of Agriculture reported that the peak first-of-the-month 
cold-storage holdings of beef, frozen and in cure, held in 
public and private warehouses and in meat-packing 
plants were 151 million pounds. Comparable figures for 
pork, frozen and in cure, were 611 million pounds, and 
for frozen lamb and mutton, 26 million pounds. Thus, 
the maximum 1949 first-of-the-month cold-storage hold- 
ings for beef, pork, and lamb were approximately one 
pound, four pounds, and one sixth of a pound per 
capita, respectively. Meat consumption in 1949 was 
145 pounds per capita. Aside from retail-store inven- 
tories, the nation lived from hand to mouth throughout 
the year in terms of its cold-storage meat supplies. 

The 1949 consumption of meat at 145 pounds per 
capita was 10 pounds below the record of 155 pounds 
established in 1947, but 19 pounds above the 1935-39 
level. Total production of meat increased somewhat in 
1949, but not enough to keep pace with our growing 
population. High personal incomes and an increasing 
population have helped to maintain meat prices. 

The demand for meat has not only increased generally 
but the demand for the better-quality cuts of meat has 
also increased. This strong demand for the better cuts 
has forced a wider spread in price between low- and 
high-quality cuts. 

Many consumers believe that there is a short meat 
supply and that this is responsible for high meat prices. 
In reality, it is a short supply relative to a large increase 
in demand which is responsible for the high meat prices. 
Had the present meat supply been on the market prior 
to the war, the market would have been glutted. 

Poultry and egg consumption per capita is well above 
the 1935-39 average. Civilian egg consumption in 1949 
was 375 eggs per person. This was more than one-quarter 
greater than during the prewar years, but slightly lower 
than the average of the other postwar years. 

Egg production in 1949 was slightly larger than in 
1948. Seasonal production, however, was significantly 
different from its usual pattern. Continued increases in 
the rate at which a hen laid eggs and a larger number 
of laying hens on farms during the last four months of 
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1949 made eggs plentiful during a season when they are 
usually scarce. These large supplies of eggs caused an 
average retail price for eggs four per cent lower in 1949 
than in the preceding year. 

Poultry-meat consumption during 1949 was 10 per 
cent above the 1948 rate and the highest since 1946. 
Both commercial broilers and chickens from farm flocks 
contributed to the large supply. 

Per capita consumption of milk and its products was 
somewhat lower in 1949 than in 1948. Consumption of 
fluid milk remained constant, butter and cheese in- 
creased, and evaporated milk and ice cream decreased. 
The increase in population tended to hold total con- 
sumption at the 1948 level. Retail prices of all dairy 
products in 1949 were down nine per cent from those 
in 1948. Per capita consumption of dairy products in 
1949, however, was five per cent below the 1935-39 level, 
because of a per capita decline in butter consumption. 

Milk production increased about 3 per cent during 
1949 from the 1948 level. Heavier feeding of concen- 
trates and the mild weather at the close of 1949 brought 
about this increase. The increase in milk production 
resulted principally in an increased milk supply available 
for manufactured dairy products. One indication of this 
is cheese production, up 10 per cent in 1949 from 1948. 


Shifts in Consumption 

Fruit consumption at 210 pounds per capita in 1949, 
although high; was two and one-half per cent smaller 
than in 1948. Canned, frozen, and dried fruits made up 
approximately two-fifths of this total. 

While the total amount of food consumed remained 
fairly stable, there were some shifts in consumption 
within the group. The consumption of frozen concen- 
trated citrus juice increased more than fourfold and is 
an outstanding example of successful marketing. Stocks 
of frozen strawberries and some cherries have declined 
because of strong consumer buying. 

Consumption of fresh vegetables declined. Retail prices 
of fresh vegetables in urban areas, although still at a 
high level, were slightly lower in 1949 than in 1948. 

A large commercial pack of canned vegetables brought 
lower retail prices and increased consumption. Prelimi- 
nary reports indicate that the 1949 frozen vegetable pack 
was probably the largest one in history. 

How does the Federal price-support program fit into 
the food-price picture? During the war and immediate 
postwar years, with demand generally heavy except for 
potatoes, food prices were well above support levels. 
Market prices exceeded support prices until grain, 
potato, butter, and egg surpluses began to pile up. 
Thereafter, the Government maintained prices at sup- 
port levels by stockpiling or by diversion of surpluses 
into processing plants. 

The normal procedure in previous years of large grain 
crops was to channel this grain into livestock produc- 
tion. Under the Government price-support program, 
although some of the grain was used as feed, much of 
the surplus grain was stored instead of being converted 
into meat or livestock products. 

Although there may be some benefits of economic 
stability from the price-support program, from the 
consumer’s point of view one of the biggest objections 
to artificially high farm-price supports is that they tend 
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to keep inefficient areas and high-cost producers in 
operation. Thus, consumers pay a higher price than 
would be required if the production could come from 
high-yield areas and low-cost producers. 


Prospects for 1950 

Where are food prices going from here? This is almost 
impossible to forecast since there are such unpredictable 
factors as the weather, percentage of income spent for 
food, and unforeseeable changes in industrial activity. 
In spite of these uncertainties, there are some signs that 
may have significance. 

Per capita meat supplies are expected to be about 150 
pounds in 1950 as against 145 pounds in 1949. Virtually 
all of this increase will be in pork. With the exception 
of pork, retail meat prices probably will average about 
the same as in 1949 unless there are decreases in mar- 
keting costs. Pork prices next fall are expected to de- 
cline somewhat due to the large spring pig crop. 

Fish prices are not expected to be as high in 1950 as 
in 1949. Cold-storage stocks are normal and should be 
sufficient until spring commercial fishing operations 
get under way. 

Consumers are likely to eat more eggs in 1950 than 
in 1949 because egg prices are expected to be lower dur- 
ing the first six months of the year than they were dur- 
ing the same period last year. Poultrymen expect that 
egg prices will be higher in the fall of 1950 than they 
were in the recent trough, because the seasonal rise in 
egg prices is usually faster and higher following a period 
of low prices than a period of high prices. 

Supplies of all poultry meat are above average. Cold- 
storage holdings of poultry are larger than during any 
period in history except for the three years, 1946-48. In 
addition, on January 1, 1950 there were six per cent 
more mature hens on farms than a year earlier. This 
indicates that an ample supply of fresh birds will be 
moving to market to supplement the movements out of 
cold storage. 

Dairy prices may be slightly lower during 1950 than 
during 1949. These decreases will be a result of the ex- 
pected one to two per cent increase in the milk supply 
and a possible decline in consumption during 1950. 

In the absence of adverse spring weather, fresh and 
processed fruits will probably be more plentiful than 
usual during the last six months of 1950. Because 
packer and distributor stocks were about 12 per cent 
higher on January 1, 1950 than a year earlier, the com- 
bination should bring a plentiful supply of fruit on the 
market at slightly lower prices. 

Early indications are that 1950 commercial truck 
crops may be 14 per cent larger than in 1949. Stocks of 
some vegetables at the beginning of the year are smaller 
than usual, but the effect of this will be offset by the 
large expected crop of southern winter-grown vegetables. 

While there are many factors that can change the pic- 
ture, retail food prices will probably decline slightly 
during 1950. There will probably be much discussion 
about the decline in farm prices if the forecasts for lower 
prices are fulfilled. The consumer must, nevertheless, 
continue to pay many costs other than those for the raw 
product. These other costs will probably move down- 
ward more slowly. Thus the consumer may expect 
another year of relatively high food prices. 


APRIL 1950 





Monthly 


FEDERAL RESERVE 





Reuieu 
BANK OF BOSTON 


Instalment Credit Supports Retail Sales 


fnnual Retail Credit Survey —1919: 


THE EXPANSION of consumer credit facilitated the pur- 
chase of goods in New England retail stores more ex- 
tensively in 1949 than in 1948. 

Aggregate dollar sales of 566 credit-granting stores in 
nine retail groups in the Boston Federal Reserve Dis- 
trict were almost exactly the same in 1949 as in 1948. 
They increased by 0.2 per cent. Dollar sales of 478 stores 
which reported a breakdown of total sales by cash, 
charge, and instalment sales also increased by 0.2 per 
cent. A 21 per cent increase in instalment sales slightly 
more than offset a 2 per cent decline in cash sales and a 
3 per cent decline in charge account sales. In addition, 
an indeterminate but sizable amount of cash used to 
purchase automobiles and other durables probably 
came from cash instalment loans granted by financial 
lending institutions. An increase of 18 per cent in sales 
of auto dealers and relative stability in the sales of 
department stores, furniture stores, and women’s ap- 
parel stores supported total retail sales of the reporting 
stores in the survey. 

The eighth Annual Retail Credit Survey conducted 
by the Federal Reserve System! with the assistance and 
cooperation of nine groups of retailers has enabled us 
to take this backward look at the sales of an identical 
number of credit-granting stores in the Boston Federal 
Reserve District between 1949 and 1948. We can also 
use the data to review the buying decisions of consumers, 
the relative importance of the three principal types of 
payment acceptable to retailers, and year-to-year per- 
centage changes in sales by type of payment. We can 
determine where relaxation of credit terms had the 
greatest effect on year-end accounts receivable. Inven- 
tory data show how retailers adjusted their policies to 
changes in sales. With this assistance we can evaluate 
more accurately conditions in retail trade during 1949 
and the first quarter of 1950, and discuss the interaction 
between spending and saving in the Boston Federal 
Reserve District. 

Many retailers who sold durable consumer goods on 
the instalment plan liberalized their credit terms more 
extensively after June 30 when Regulation W expired. 
Sales responded immediately. Other retailers who tried 
to hold their credit terms at higher levels finally had to 
cease requiring down payments, or established ‘good 
faith’ down payments for other articles and extended 
the repayment period in order to compete for a larger 
volume of business. Retailers began to sell credit as well 
as merchandise. 

Credit sales increased to 52 per cent of total sales in 
1949 from 51 per cent in 1948. Instalment sales in- 
creased from 11 to 13 per cent of total sales. Both 
regular charge and cash sales dropped one percentage 


1For a complete set of tables which present national, district, and city data on 
sales, percentages of credit sales to total sales, accounts receivable, instalment 
paper sold, and inventories by each of the nine groups of retailers, see the forth- 
coming study Retail Credit Survey — 1949 to be published by the Board of 
Governors of the Federal Reserve System. 
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point in importance to total sales from 1948 to 1949. 

Only minor shifts in the percentage importance to 
total sales among the three types of payments occurred 
between 1948 and 1949. Within individual retail groups, 
however, significant shifts in relative importance ap- 
peared for this sample of stores. Instalment sales of 
household appliance stores increased from 39 to 50 per 
cent of total sales because of a quickening in the sales 
of major appliances from July to the end of the year and 
the boom in television sales. Automobile dealer instal- 
ment sales increased from 18 to 26 per cent of total sales. 
In both of these instances regular charge accounts de- 
clined in relative importance. Increases in instalment 
sales boosted total sales of auto dealers, stemmed a 
decline in total sales of department stores, and supported 
total sales in furniture and household appliance stores 
where they are the most important percentage of the 
total as shown by accompanying charts. 

Charge account sales increased at reporting men’s 
clothing stores and women’s apparel shops but dipped 
slightly in department stores in spite of their quickened 
pace during the final quarter of 1949. Stores increased 
the use of specialized types of credit which were best 
suited to their types of products for sale. They tailored 
the type of credit and amount granted to the require- 
ments and ability to pay of individual customers. 

Total receivables outstanding at the end of the year 
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in the Boston District increased the most, by 22.6 and 
20.2 per cent, respectively, at furniture and household 
appliance stores, the two retail groups which extended 
the greatest percentage of credit to total sales in 1949. 
Receivables of auto tire and accessory stores, another 
top ranking credit-granting group, and department 
stores also increased by 11.4 and 11.3 per cent, respec- 
tively. The easing of credit terms in all four groups in- 
creased their claims on consumer income during 1950. 
Total receivables of auto dealers decreased by 6.4 per 
cent; instalment receivables increased by 51.7 per cent, 
but total receivables declined because charge accounts 
dropped by 12.8 per cent. The hardware store group, 
for which a drop in charge account receivables more 
than offset an increase in instalment receivables, had a 
5.8 per cent decline in receivables and was the only 
other group of stores which had less year-end total re- 
ceivables outstanding in 1949 than in 1948, 

The greater relative increase in the use of instalment 
credit is another indicator of the preference that con- 
sumers expressed for durable goods instead of nondu- 
rable goods in the second half of 1949. A reversal in 
spending preference appeared after the termination of 
regulation over consumer instalment credit and with the 
introduction by manufacturers, wholesalers, and retail- 
ers of lower prices, promotions, and advertising to in- 
crease the sale of major household appliances, television 
sets, and furniture. In the fall of 1948 and the spring of 
1949 the preference was reversed and nondurables had 
the sunshine of consumer approval. 

The shift in consumer preference to durable goods 
during the last half of 1949, however, could not offset 
the precipitous drop in comparative year-to-year sales 
earlier in 1949. Total sales in 93 household appliance 
stores for the entire year of 1949 were 15.7 per cent 
below those for 1948 even though instalment sales, 50 
per cent of total sales, increased by 8.7 per cent. Fur- 
thermore, sales in 53 furniture stores declined by 2.1 
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per cent in 1949 from those in 1948, in spite of a less 
marked decline during the first half of the year and an 
increase of 3.2 per cent in instalment sales — 61 per 
cent of total sales in 1949. 


Department Store Experience 


Changes in sales by departments of New England 
department stores between 1949 and 1948 conformed 
in general with the comparative experience of several 
retail store groups. In the housefurnishings department, 
sales of major household appliances declined by 18 per 
cent compared with a 20 per cent decline in sales of 153 
household appliance stores, a larger group than the 93 
stores which reported data on sales by type of pay- 
ments. The Retail Credit Survey did not request data 
for quarterly periods but the department store data 
vividly illustrated the importance of durable goods in 
the fourth quarter of 1949. For the first nine months of 
1949 sales of housefurnishings lagged behind those in 
1948 by 2.6 per cent?, but increased enough during the 
fourth quarter, partly on the wings of television, so that 
annual sales were 1.8 per cent greater in 1949 than in 
1948. On the other hand, comparative year-to-year 
dollar sales of women’s and misses’ apparel slipped from 

- 1.9 per cent during the first nine months to —5.1 per 
cent for the year. Jewelry sales seemed to hold up better 
in department stores than in jewelry stores, but 
women’s apparel stores had a better comparative record 
than the combined apparel and accessories departments 
in department stores. 

Retail trade experience of the last half of 1949 con- 
tinued to prevail during the first quarter of 1950. Sales 
of women’s apparel lagged and consumers diverted their 
spending to durable goods. Pre-Easter business in de- 
partment stores consequently suffered for this reason 
and also probably because consumers were paying off 
an increased accumulation of year-end receivables. In 
addition the weather was cold prior to an earlier Easter 
this year than last year. 

Inventories (at retail) at the end of the year for 281 
retail stores declined by 3.1 per cent in 1949 below those 
in 1948. Slight inventory increases at auto tire and ac- 
cessory, department, and women’s apparel stores did 
not offset declines of 10 to 15 per cent at hardware, 
household appliance, and furniture stores. Auto tire and 
accessory stores reported a decrease in sales for 1949 
and an increase in inventories at the end of the year. 
Furniture stores had a considerably greater decline in 
inventories than in sales. Other groups had either a 
decrease in both inventories and sales, or a fairly stable 
level of inventories and sales. 

The number of units sold in department stores in 
New England, as measured by data on transactions, in- 
creased by 1.7 per cent in 1949 over transactions in 
1948. Prices were lower in 1949 than in 1948 and, con- 
sequently, dollar sales declined in spite of an increased 
sale of units. 

Statistics of financial institutions confirm the up- 
ward trend in the use of credit by consumers, especially 
in the latter part of 1949. New consumer loans granted 
by a reporting sample of New England commercial 
banks were less during each of the first four months of 
1949 than during the corresponding months of 1948. 

2Monthly Review, November 1949, chart on page 10. 
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This situation reversed itself during the remaining 
months of the year, and comparative gains of 1949 over 
1948 loans increased with each quarter. Similarly, the 
total of all consumer loans outstanding at these banks 
dropped slightly during the early part of 1949, but then 
increased steadily to surpass previous records. The 
greatest percentage gains in consumer loans outstand- 
ing at these banks during 1949 were for the financing of 
automobile purchases. Reports from industrial banks, 
small loan companies, and credit unions also indicated 
increased extension of consumer credit during the year. 

Individuals also increased their real estate indebted- 
ness during 1949. New England nonfarm mortgages of 
$20,000 or less recorded during 1949 were 0.8 per cent 
greater in dollar volume than those recorded during 
1948. But it is significant that monthly year-to-year in- 
creases are accelerating: 5.1 per cent for October, 12.5 
per cent for November, 17.5 per cent for December, and 
19.9 per cent for January 1950. 

While these individuals were incurring increased 
indebtedness in the acquisition of consumer goods and 
homes, the same or other individuals continued to save. 
In the aggregate, increased indebtedness of individuals 
has not impaired their liquid asset position. Many in- 
dividuals are reluctant to withdraw from savings ac- 
counts or to sell securities for the temporary financing 
of their wants. They prefer to use consumer credit for 
the purchase of goods. 

It is estimated that New Englanders saved and 
added to their liquid assets about the same in 1949 as 
in 1948. The pace of saving quickened towards the 
close of 1949, and received added impetus in 1950 as 
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war veterans received their National Service Life In- 
surance dividends. During 1949 equities in savings and 
loan associations, cooperative banks, and life insurance 
continued their rapid expansion. Holdings of U. S. Sav- 
ings Bonds increased slightly less than during 1948. 
Mutual savings bank deposit balances reached a new 
peak after a temporary sag in the middle of 1949 when 
unemployment reached its peak. Only time deposits 
in commercial banks and postal savings deposits showed 
a decline in year-end levels from 1948 to 1949. 


New England Unites 
Against FOREST FIRE Menace 


ARTICLES on the disastrous New England forest fires 
of October 1947 in the February and March 1948 issues 
of the Monthly Review pointed out that their severity 
was caused in part by too great reliance upon local town 
fire fighting forces which lacked adequate equipment, 
organization, and trained manpower. In January 1948 
the Conference of Forestry Officials of the New England 
Council presented four recommendations to the New 
England Governors Conference. These called for com- 
prehensive forest fire control plans at the state level, 
a central coordinating agency covering all New Eng- 
land, and a similar agency in each state. They also 
recommended that state forestry agencies should have 
complete jurisdiction over and responsibility for forest 
fire control activities. Their purpose was to raise the 
whole forest fire problem from the town to the state 
level. Fires in village buildings are not likely to com- 
municate to neighboring villages, but one of the 1947 
forest fires almost crossed a county. Good forest fire 
organization in a town can be of little avail if another 
town 15 miles away allows a conflagration to develop. 
Township lines are not forest fire breaks. 

During the ensuing two and a half years, legislative 
action has been taken to correct some of the weaknesses 
that contributed to the 1947 conflagrations. Most con- 
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spicuous of these actions is the establishment, with the 
approval of the United States Congress, of the North- 
eastern Interstate Forest Fire Protection Compact 
which covers the New England states and New York. 
All of these states have ratified and implemented the 
agreement. Under the terms of the compact the Prov- 
inces of Quebec and New Brunswick are eligible to join 
if the Dominion Government approves and Congress 
consents. New Jersey and Pennsylvania are also eligible 
under the terms but have not yet joined. 

The stated purpose of the compact is “to promote 
effective prevention and control of forest fires... by the 
development of integrated forest fire plans, by the 
maintenance of adequate forest fire fighting services by 
the member states, by providing for mutual aid in fight- 
ing forest fires among the states of the region, and for 
procedures that will facilitate such aid, and by the 
establishment of a central agency to coordinate the 
services of member states and perform such common 
services as member states may deem desirable.” It is 
not to be taken by a member state as a reason for cur- 
tailing its forest fire protection effort. 

Each state appoints three representatives, one of 
whom shall be the state forester or equivalent official, 
to the Northeastern Forest Fire Protection Commission. 
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Under the terms of the compact, the commission -is re- 
quired to determine how forest fires can be prevented 
and controlled in the region, to coordinate state forest 
fire plans and the work of state agencies, and to facilitate 
interstate aid in fighting forest fires. It is to formulate 
and keep up-to-date a regional forest fire plan. It may 
recommend to the individual states legislation and 
regulations furthering the interests and purposes of the 
compact and effectuating the prevention and control 
of forest fires. 

Member states are bound by the compact agreement 
to render all possible aid in combating, controlling, or 
preventing forest fires to other member states on re- 
quest, with due regard to the maintenance of protection 
at home. 

It is not possible to know, as early as this, just how 
the Interstate Forest Fire Compact is going to be 
activated, or how it will work out. There is general 
agreement that if organization and administrative 
problems can be solved satisfactorily, it can be an 
effective instrument in preventing the occurrence of 
disasters like that of October 1947 and in bringing a 
general reduction of forest fire losses. There is also a 
general belief that it may have the effect, as time goes 
on, of furthering improvement and greater uniformity 
in the forest fire organization and laws of the member 
states. The compact can function effectively only if all 
its links are strong. 


States Strengthen Central ftuthorities 


Some of the states, particularly Maine, have made 
significant modifications in forest fire legislation and 
organization since 1947. The new Maine laws go far 
toward removing the objection of excessive reliance 
upon inadequately trained local town forces, providing 
for central control under the state forestry department 
and for coordinating effort under an established plan 
of procedure. 

Revisions of the forest fire code, enacted by the 1949 
session of the Maine legislature, have the stated pur- 
pose of placing forest fire control for the whole state 
under the state forestry department. Incorporated 
places are given an unbroken chain of command from 
town forest fire warden to forest commissioner. The 
revised laws provide for retention by the local com- 
munities of a basis for local responsibility and pride in 
accomplishment. In addition, however, they give the 
forest commissioner a stronger hand than previously 
by making him, rather than the selectmen, responsible 
for the appointment of local town forest fire wardens. 
They also provide for the establishment of forest fire 
districts and the appointment of district wardens under 
the direct administration of the forest commissioner. A 
major change sets rates of pay for fire fighters and gives 
them assurance that they will be paid. 

Under the new law, the state forest warden has au- 
thority to take charge of fires at any time when, in his 
judgment, the situation makes it advisable. Final 
authority and responsibility rest with him. The re- 
sponsibility of towns for forest fire fighting costs is 
raised from one to two per cent of tax valuation. The 
state reimburses towns for one-half the cost up to this 
amount and for all of any excess. Increased appropria- 
tions are provided for the salaries of district wardens, 
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purchase of equipment, intensified personnel training, 
and other purposes. The debris-burning permit law has 
been stiffened and improved. 

The new laws in New Hampshire specifically assign 
responsibility for the over-all prevention and control of 
forest fires to the director of forestry. The state forester 
is given power to appoint assistant district chiefs and 
to order town wardens to extinguish fires outside the 
towns in which they hold appointment. The laws relat- 
ing to slash disposal and sawmills have been stiffened. 

Connecticut adopted the state forest fire warden 
system a number of years ago and its organization and 
laws have provided a good example to the other states 
for some time. Vermont has a good system and its forest 
fire problem is the least severe of any of the states in 
the northeastern region. 

A law passed in Massachusetts early in 1947 gives the 
director of forestry authority to close any or all forest 
lands to entry, without consultation with the governor. 
He can order towns to provide patrols whenever weather 
conditions are critical, the state assuming half of the 
cost. This state has not made an effort to modify the 
individual town fire-warden system beyond the pro- 
vision, of several years standing, that the state forester 
may take over if a fire gets beyond the control of the 
local warden. Since the state must pay all expenses 
incurred after the state forester takes charge, use of this 
provision is infrequent even though the town is later 
assessed for one half of the expense. 

Recent Rhode Island laws give the governor power 
to close all forest areas in times of emergency, expand 
the police powers in cases of violation of the forest fire 
laws, and tighten the permit requirements for debris- 
burning fires. 

New England can take pride in its over-all forest fire 
record, as the accompanying chart shows. But an annual 
average burned area of 0.24 per cent is higher than it 
should be, and 1947 showed that grave dangers still 
exist. Forest fires can lay a heavy hand on the regional 
economy and the cost of fighting them can put nicks in 
the taxpayer’s purse. Owners, citizens, and taxpayers 
should unite in insisting on minimum forest fire losses 
and maximum efficiency in the organizations responsible 
for fire prevention and control. 
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